BP Speech 10/15/02

Good Afternoon:

I am here today to represent YES to PROP 3, the All-Alaska Gasline 

Initiative.  I am tired of hearing the word NO.  How many NO’S to 

anything good for Alaska?  NO to a Canadian Highway route from 

Exxon and BP.  NO to ANWR.  NO to moving the Legislature to 

Southcentral..  NO to a Permanent fund dividend next year.  NO to 

more  resource development.  NO to mining.. NO to Fish.  NO to 

timber..  NO to roads.  NO to education..  NO  to Public Safety.  NO to 

everything about Alaska.  Would any of you like to hear the word YES 

just once??  

Ballot Measure 3 represents a YES for all Alaska.

Wally Hickels Owner-State is a YES to Prop 3!

The economics of LNG to Valdez are a YES to Prop 3!

The successful Petrochemical Industry of Alberta Canada screams YES 

to Prop 3.  Our state constitution is a YES to Prop 3!

Let me read from it:

Article VIII Natural Resources

SECTION 2. GENERAL AUTHORITY. The legislature shall provide 

for the utilization, development, and conservation of all natural 

resources belonging to the State, including land and waters, for the 

maximum benefit of its people. 

Her are the 3 biggest MYTHS the opponents of BM3 have relied on:

One:  We will have to use the Permanent Fund or State General Funds 

to build this gasline project.  That is not true.  In Section 

41.41.400…"Credit of the State not pledged" …. reads:  Obligations 

issued under the provisions of this chapter do not constitute a 

debt, liability, or obligation of the state or of a political subdivision of 

the state or a pledge of the faith and credit of the state or of a political 

subdivision of the state but are payable solely from the revenue or assets 

of the authority.  Can that be any clearer to anyone in this room?

Two:  The Initiative will cost $250 million according to Mr. Persily’s 

Department of Revenue.  This is false.  This estimate assumes 

the permits must be bought up front from YPC, and all 

the engineering costs paid for up front before bonding.  Not true.  The 

permits will be amortized over the life of the project and most of the 

engineering is already completed.  What is true is that a few million 

dollars will be spent to hire a small group of the best gas people in the 

world to negotiate with the producers for supply at a fair price, obtain 

written sales contracts from customers who want our stable, secure 

supply, and offer an economic model to the financial markets.  That’s 

the truth.

Three:  This project is just not economic.  I’d like to refer you to pages 3 

& 4 of the handout.  This economic model was presented by YPC to the 

Legislature and contains construction costs and identified markets and 

prices.  Those numbers only get better each day for Alaskans.

The real problems are with the Canadian project.  Its cost is now $40 

billion according to Lord Browne of BP,.

The permits are not in place.  10,000 pieces of land yet to be 

negotiated for right-of way.  Environmental concerns.  Indian lands 

claims.  The competing  proposed MacKenzie Valley project.  Canadian 

Governments against our Federal tax subsidies.  Those are not myths!

The economic model presented by Yukon Pacific to the legislature 
contained construction cost estimates, identified specific markets and 

prices for a project to Valdez.  It includes shipments of LNG to the US 

West coast, and Asia;  use of the heavier gases for an instate 

petrochemical industry and utilizing Valdez as a worldwide hub for 

delivery of our petroleum products.  As far as I am aware, no one has 

shown that these numbers do not work .  In addition, none of the other 

studies that were done included the additional revenues and 

opportunities presented in this project and thus cannot be used as 

numbers to describe the project.

The numbers used in the study are conservative.  If you turn to the 

fourth page  in your handout you will see a projected sales price on the 

US West Coast of $3.25 per mmbtu.  As of this morning the price for 

gas at Henry Hub are $4.20.  The price used for sale of gas in Asia is 

$3.50 per mmbtu.  The price for gas there last month was $4.19 per 

mmbtu.  

These numbers generate a rate of return of 12% which would mean that 

if the Authority built this project it would generate over a billion dollars 

per year to the state of Alaska.

Some may say “well where are the contracts to buy the gas.”  That is 

exactly the point.  Alaska gas has never been offered to the market by 

the oil companies because they have other competing worldwide 

projects.  That is why the Initiative calls for the Authority to within one 

year approach the markets to offer Alaska’s gas for sale.  The permits 

are already in place for the All Alaskan project, there is an economic 

model that looks promising, and we need to secure a gas supply from 

the producers by either purchasing the gas or entering into 

throughput agreements.

Frankly put, if the oil companies won’t do anything to develop the gas, 

then the people of Alaska will do it.

Some people put down the economics of the Valdez project even though 

they have completely ignored the impact of supplying Alaskan gas to 

LNG terminals on the West Coast of North America which could be a 

huge source of revenue for the project.  And in this case we have the 

shipping advantage of being closer to West Coast markets than other 

suppliers.  Wouldn’t it be ironic to watch tankers right off the coast of 

Kodiak delivering LNG to US West Coast markets while our gas sat in 

the ground??

The same people who are here today putting down the All Alaskan 

project and pushing a pipeline through Canada say the Canadian 

project has better economics but oh by the way we only need a massive 

subsidy from  US taxpayers to make the project work.    

And look at what they are proposing as a subsidy, a tax break for 

anyone who sells gas off the North Slope, whether they invest a nickel in 

the project or not, the taxpayer paid subsidy would be paid even on gas 

delivered to Canada, not just the US.  And there could be quite a bit of 

it as the Canadians are demanding that they be allowed to strip out all 

of  the most valuable hydrocarbons so they can do the 

value added in petrochemicals.

Purvin and Gertz, an oil and gas advisor that the state has used on 

several occasions, says that dumping up to 6 billion cu ft/day into the US 

market could depress prices in the US by up to a dollar per mcf for 

several years.  That would take the wellhead value down to below zero 

so the State of Alaska would get no severance tax from the project.  In 

the meantime, the oil companies would still be getting their guaranteed 

$1.25 per mcf and laughing all the way to the bank.

I would like the representative from the Department of Revenue to 

explain to the audience how this would be fair to Alaska and why they 

are supporting it.

What it comes down to is if you think the oil companies are looking our 

for the interests of Alaska in this matter more than they are their own 

shareholders, then you should vote against the Initiative.  If on the other 

hand you think Alaskans should stand up for their own interests then 

you should vote for it.

I don’t think it has to be against the oil companies either.  They don’t 

seem able to come up with any kind of a unified out look on if or how to 

develop Alaska’s north slope gas reserves so it might be possible to work 

with just one or two of the companies that actually want to do the 

project.  Along with our royalty gas, which is also shut in at Prudhoe, 

along with the rest of it, we could make this project happen.

PETROCHEMICALS:

The astounding financial numbers about the Alberta Petrochemical 

Industry are in your hand out I provided.  Is there anyone here today 

that wants to tell me that Canada can build that infrastructure and 

Industry and gross $6 billion a year and employ 6,400 people 

but Alaska can’t do the same thing with 35 TCF of our gas?

TALKING POINTS RE PETROS:

*Shipping, empty backhaul, lower freight rates, 6 ports, 3 with rail.

*Air cargo hub with rail to the airport.

*Show the plastic food products.

We just need to marry all this infrastructure together with 

petrochemical plants in Valdez, Kenai, Delta, Glennallen, the Mat-Su by 

building this project.  I say Vote YES on Ballot Measure 3!

Thank you all.

